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Abstract

This study investigates the determinants of Sharia investment interest by integrating multidimensional risk tolerance and religiosity within
the Indonesian Islamic capital market context. Moving beyond conventional single-dimensional approaches, risk tolerance is decomposed
into risk propensity, risk attitude, risk capacity, and risk knowledge to provide a more comprehensive behavioral framework. Data were
collected from Muslim investors and analyzed using Partial Least Squares Structural Equation Modeling (PLS-SEM).

The findings indicate that only risk capacity and religiosity significantly influence Sharia investment interest. Religiosity emerges as the
strongest predictor, underscoring the central role of ethical commitment in Islamic financial decision-making. Risk capacity also demon-
strates a significant positive effect, suggesting that objective financial resilience functions as a structural enabling factor in Sharia invest-
ment participation. In contrast, risk propensity, risk attitude, and risk knowledge do not exhibit significant effects, implying that general
psycho-logical risk preferences and financial literacy alone may be insufficient drivers within Sharia-constrained investment environments.
These results extend prior Islamic finance models by highlighting the differential roles of structural and ethical determinants over psy-
cholog-ical risk dimensions. The study contributes theoretically by refining multidimensional risk tolerance theory in an Islamic context
and offers practical implications for regulators and Islamic fund managers in investor segmentation and market development strategies.
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1. Introduction

Investment decisions in Islamic capital markets are governed by normative principles that prohibit riba (interest), gharar (excessive uncer-
tainty), and maysir (speculation), alongside sector-based screening mechanisms that exclude non-permissible activities (Dusuki & Abozaid,
2007; Walkshédusl & Lobe, 2012). These constraints create a distinct investment environment in which financial objectives must be bal-
anced with Sharia compliance. Consequently, Muslim investors operate within a restricted opportunity set that embeds ethical considera-
tions directly into portfolio selection and risk evaluation.

From the perspective of accounting and financial economics, investor behavior in such constrained markets cannot be fully explained by
traditional rational choice assumptions. Behavioral finance emphasizes bounded rationality and heterogeneous risk perceptions in shaping
financial decisions under uncertainty (Kahneman & Tversky, 1979). Contemporary literature conceptualizes risk tolerance as a multidi-
mensional construct comprising risk propensity, risk attitude, risk capacity, and risk knowledge (Cordell, 2001; Brayman, 2012; Wahl &
Kirchler, 2020; Nguyen, Gallery, & Newton, 2019). While psychological dimensions such as risk propensity and risk attitude capture
dispositional tendencies toward uncertainty, risk capacity reflects objective financial ability to absorb losses, and risk knowledge represents
cognitive competence in evaluating investment risk. This multidimensional perspective offers greater explanatory precision than single-
factor models of risk behavior.

In Islamic investment contexts, risk-related considerations are further intertwined with religiosity, which shapes financial behavior through
adherence to Sharia principles and ethical commitments (Mahdzan et al., 2017; Leén & Pfeifer, 2017). Prior studies generally find that
higher religiosity strengthens preferences for Sharia-compliant instruments and discourages speculative behavior. However, empirical
findings regarding the effects of specific risk dimensions remain inconsistent. Psychological dimensions often exhibit mixed or insignifi-
cant relationships with Islamic investment interest, and the role of risk knowledge appears context-dependent (Nguyen et al., 2019). Nota-
bly, several studies, including Lestari et al., report limited or insignificant effects of certain risk components, suggesting that the interaction
between structural financial capacity and Sharia constraints remains underexplored.

These inconsistencies highlight an important theoretical gap. While prior models incorporate selected dimensions of risk tolerance, few
studies systematically assess psychological, structural, and cognitive dimensions simultaneously within a Sharia-constrained framework.
Moreover, insignificant findings -particularly for risk capacity -have often been interpreted as lack of relevance rather than as evidence of
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contextual moderation. Given that Islamic investment instruments may still involve volatility within permissible boundaries, the ability to
absorb financial loss could represent a structural enabling condition rather than a purely dispositional factor. Re-examining multidimen-
sional risk tolerance in an integrated model therefore provides an opportunity to clarify these theoretical ambiguities.

Motivated by this gap, the present study investigates the effects of risk propensity, risk attitude, risk capacity, risk knowledge, and religi-
osity on Sharia investment interest among Muslim investors in Indonesia. By situating multidimensional risk tolerance within an Islamic
capital market context, this study extends prior models in two ways. First, it re-evaluates the structural relevance of risk capacity beyond
previous findings of insignificance. Second, it assesses whether cognitive risk knowledge contributes independently to Sharia investment
interest when psychological and religious factors are considered simultaneously.

Using Partial Least Squares Structural Equation Modeling (PLS-SEM), this study empirically tests the proposed relationships among latent
constructs. By integrating behavioral risk dimensions and religiosity within a unified framework, the findings contribute to the accounting
and financial economics literature by clarifying the determinants of Sharia investment interest and by providing context-sensitive evidence
relevant to Islamic capital market development in emerging economies.

2. Literature Review

2.1. Sharia investment decisions

Sharia-compliant investment decisions are governed by Islamic legal principles that prohibit interest-based transactions, excessive uncer-
tainty, and speculative activities, while excluding impermissible sectors (Walkshdusl & Lobe, 2012; Sherif & Lusyana, 2016; Soemitra,
2016). These restrictions create a distinct investment environment in which financial objectives must be pursued within normative and
ethical boundaries.

Although Sharia principles constrain the permissible investment universe, investors remain exposed to market volatility and financial risk.
Consequently, Sharia investment decisions cannot be explained solely by classical rational choice models. Behavioral finance suggests that
individual risk perceptions and psychological characteristics influence how investors evaluate uncertainty (Kahneman & Tversky, 1979).
Therefore, Sharia investment interest reflects the interaction between ethical constraints and behavioral risk considerations. This integrated
perspective provides the foundation for examining how multidimensional risk tolerance and religiosity jointly shape investment preferences
in Islamic capital markets.

Traditional financial theories conceptualize risk tolerance as a single stable trait; however, contemporary research increasingly views it as
a multidimensional construct comprising psychological, structural, and cognitive components (Cordell, 2001; Wahl & Kirchler, 2020).
This perspective distinguishes between risk propensity and risk attitude as psychological tendencies toward uncertainty, risk capacity as
the objective financial ability to absorb potential losses, and risk knowledge as cognitive understanding of risk—return trade-offs (Nguyen,
Gallery, & Newton, 2019). Such differentiation provides a more precise framework for explaining heterogeneity in investor behavior.

In Islamic investment contexts, the relevance of each dimension may differ due to Sharia-imposed normative constraints. While investors
remain exposed to market volatility, their risk-taking behavior operates within ethical boundaries that discourage excessive speculation.
Consequently, the behavioral expression of psychological risk tendencies may not directly translate into Sharia investment participation.
Empirical findings regarding multidimensional risk tolerance in Islamic finance remain heterogeneous. Psychological dimensions such as
risk propensity and risk attitude often produce mixed or insignificant results across contexts. Risk capacity, although theoretically important
as a structural condition, has shown inconsistent empirical influence, with several studies -including Lestari et al. -reporting limited signif-
icance. Risk knowledge appears relatively more stable in soe settings, yet its effect remains context-dependent (Nguyen et al., 2019). These
inconsistencies suggest that prior models may insufficiently capture the interaction between psychological tendencies, financial structure,
and ethical constraints in Sharia-constrained environments.

Rather than implying theoretical irrelevance, insignificant findings may reflect contextual moderation within Islamic capital markets. A
simultaneous assessment of psychological, structural, and cognitive risk dimensions is therefore necessary to clarify their relative contri-
bution to Sharia investment interest.

2.2. Religiosity and sharia investment interest

Religiosity reflects the extent to which individuals internalize and practice religious values in their daily lives, including financial decision-
making (Iddagoda & Opatha, 2017). In Islamic finance, investment behavior is not value-neutral but must conform to Sharia principles,
making religiosity a central determinant of Sharia-compliant investment interest (Hassan & Shamsher, 2010; Mahdzan et al., 2017).
Empirical studies consistently report a positive relationship between religiosity and participation in Islamic financial products, indicating
that stronger religious commitment increases preference for Sharia-compliant instruments even when conventional alternatives may offer
higher expected returns (Alam et al., 2019; Shah et al., 2019; Irna Puji Lestari et al., 2021). Religiosity therefore functions as a motivational
factor that directly shapes Sharia investment interest, potentially independent of psychological and structural risk characteristics.

2.3. Gender as a control variable

Prior behavioral finance research documents systematic gender differences in financial risk behavior, with male investors generally exhib-
iting higher risk-taking tendencies and trading activity than female investors (Barber & Odean, 2001; Croson & Gneezy, 2009). Such
differences may indirectly influence investment preferences, including Sharia-compliant investment choices.

Accordingly, gender is included as a control variable to account for potential demographic heterogeneity and to ensure that the estimated
effects of multidimensional risk tolerance and religiosity are not confounded by systematic gender differences.

2.4. Research hypotheses development

Based on the preceding theoretical synthesis, Sharia investment interest is conceptualized as the outcome of psychological, structural,
cognitive, and ethical considerations. Multidimensional risk tolerance is operationalized through four dimensions -risk propensity, risk
attitude, risk capacity, and risk knowledge -following the framework proposed by Cordell and subsequent behavioral finance literature.

Psychological dimensions, namely risk propensity and risk attitude, reflect individuals’ inherent tendency and evaluative stance toward
uncertainty. In general investment contexts, higher psychological risk tolerance is associated with stronger participation in risky assets.
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However, within Sharia-constrained environments, the behavioral translation of such tendencies may be moderated by ethical and religious
boundaries. Nevertheless, individuals with greater tolerance toward uncertainty are expected to exhibit higher interest in capital market
participation, including Sharia-compliant instruments.

Risk capacity represents the financial ability to absorb potential losses. Investors with stronger financial resources and income stability are
theoretically better positioned to engage in capital market activities, suggesting a positive association between risk capacity and investment
interest.

Risk knowledge reflects cognitive understanding of financial risk and return trade-offs. Greater financial literacy and risk comprehension
reduce ambiguity and enhance decision confidence, thereby increasing the likelihood of investment participation.

In addition to risk dimensions, religiosity functions as a value-based motivational factor. In Islamic finance contexts, stronger religious
commitment is expected to directly increase preference for Sharia-compliant investments, as investment decisions are embedded within
ethical and normative considerations.

Maultidimensional Risk

Fig. 1: The Conceptual Framework Used in This Study Is A Modified Model Developed by Lestari Et Al (2021).

Accordingly, the following hypotheses are proposed:

H1: Risk Propensity positively influences Sharia investment interest.
H2: Risk Attitude positively influences Sharia investment interest.
H3: Risk Capacity positively influences Sharia investment interest.
H4: Risk Knowledge positively influences Sharia investment interest.
H5: Religiosity positively influences Sharia investment interest.

3. Methodology

3.1. Research design and data collection

This study adopts a quantitative research design to examine the effects of multidimensional risk and religiosity on Sharia investment interest
among Muslim investors in Indonesia. A cross-sectional survey approach was employed, as it is appropriate for capturing individual per-
ceptions, attitudes, and behavioral intentions at a single point in time (Creswell & Creswell, 2018).

Primary data were collected using a structured online questionnaire, which was distributed via social media platforms and investment-
related online communities. The questionnaire targeted Muslim individuals who had an interest in, or prior exposure to, Sharia-compliant
investment instruments. Online data collection was chosen to enhance accessibility and to reach respondents across different regions in
Indonesia, where Islamic capital market participation has grown significantly in recent years (Bursa Efek Indonesia, 2023).

All questionnaire items were measured using a five-point Likert scale, ranging from 1 (strongly disagree) to 5 (strongly agree), enabling
respondents to express the degree of their agreement with each statement. This scaling method facilitates robust statistical analysis and is
widely applied in behavioral finance and Islamic finance research.

3.2. Sampling procedure and measurement

The study employed a non-probability purposive sampling technique, which is appropriate when respondents are required to meet specific
criteria aligned with the research objectives (Etikan et al., 2016). The inclusion criteria stipulated that respondents must be Muslim, reside
in Indonesia, and demonstrate an interest in Sharia-compliant investment products. A total of 235 valid responses were collected and
analyzed, meeting the minimum sample size requirements for Partial Least Squares Structural Equation Modeling (PLS-SEM) based on
both the ten times rule and contemporary statistical power considerations (Hair et al., 2014). All constructs in the measurement model were
specified as reflective. Risk propensity was measured using indicators adapted from Cordell (2001) and Wahl and Kirchler (2020) to
capture individuals’ general inclination toward risk-taking behavior. Risk capacity reflected respondents perceived financial ability to
absorb potential investment losses, taking into account income stability and financial obligations (Brayman, 2012). Risk knowledge as-
sessed respondents’ understanding of investment risk and risk-return trade-offs, adapted from Nguyen et al. (2019), while risk attitude
captured psychological responses to financial risk and uncertainty (Wahl & Kirchler, 2020). Religiosity was measured based on individuals’
commitment to Islamic values and principles in both daily life and financial decision-making (Iddagoda & Opatha, 2017; Alam et al., 2019).
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Sharia investment interest represented respondents’ intention and willingness to invest in Sharia-compliant financial instruments (Vania
Evanita Puspitasari et al., 2021). Prior to hypothesis testing, all constructs were evaluated for reliability and validity in accordance with
established PLS-SEM assessment criteria.

4. Results and Interpretations

4.1. Collinearity and outer loadings

Table 1: Collinearity Statistics and Outer Loadings

Items VIF Items Outer loadings
G 1.000 G 1.000
R1 1.898 R1 0.784
R2 1.607 R2 0.722
R3 2.302 R3 0.785
R4 1.745 R4 0.731
RS 1.784 RS 0.743
RA 1 1.430 RA 1 0.729
RA2 1.817 RA2 0.787
RA 3 1.561 RA3 0.741
RA 4 2.038 RA 4 0.804
RAS 1.412 RAS 0.702
RC 1 1.546 RC 1 0.704
RC2 1.816 RC2 0.717
RC3 1.692 RC3 0.735
RC4 2.297 RC4 0.813
RCS 1.504 RCS5 0.711
RC6 1.902 RC6 0.745
RC7 1.694 RC7 0.735
RK 1 1.442 RK 1 0.706
RK 2 1.463 RK 2 0.714
RK 3 1.906 RK 3 0.766
RK 4 1.668 RK 4 0.723
RK 5 2.054 RK 5 0.762
RK 6 2.011 RK 6 0.753
RP 1 2.065 RP 1 0.778
RP2 1.794 RP 2 0.753
RP 3 1.719 RP3 0.729
RP 4 2.469 RP 4 0.816
RP 5 1.785 RP S5 0.760
RP 6 3.089 RP 6 0.876
SII 1 2.950 SII 1 0.825
SIT 10 2.746 SIT 10 0.732
SII 2 2.352 SII 2 0.725
SII 3 2.567 SII 3 0.784
SIT 4 2.505 SII 4 0.732
SII 5 2.178 SII 5 0.712
SII 6 3.096 SII 6 0.838
SI1 7 2.493 SI1 7 0.719
SII 8 2.930 SII 8 0.784
SI1 9 3.441 SI1 9 0.811

Note : VIF values are below the recommended threshold, indicating no multicollinearity. All outer loadings exceed 0.70, confirming convergent validity.

Table 1 presents the collinearity statistics (Variance Inflation Factor/VIF) and outer loadings for all measurement items used in this study.
The assessment of collinearity is essential to ensure that multicollinearity does not bias the estimation of path coefficients in the structural
model, while outer loadings evaluate the convergent validity of the reflective measurement model (Hair et al., 2014).

4.1.1. Collinearity assessment (VIF)

The VIF values for all indicators range from 1.000 to 3.441, which are below the conservative threshold of 5.0 and well within the stricter
criterion of 3.3 suggested for PLS-SEM models to detect potential common method bias (Kock, 2015). The highest VIF value is observed
for SII 9 (VIF = 3.441), which remains acceptable and does not indicate problematic multicollinearity.

These results confirm that multicollinearity among indicators is not a concern, and the estimated relationships in the structural model are
unlikely to be distorted by overlapping variance among constructs.

4.1.2. Outer loadings (convergent validity)

All measurement items exhibit outer loading values above the recommended minimum threshold of 0.70, indicating satisfactory convergent
validity (Hair et al., 2014). Specifically, the Religiosity (R) indicators show strong loading's ranging from 0.709 to 0.784, indicating that
the construct is reliably measured and adequately captures respondents’ internalization of religious beliefs and values. The Risk Propensity
(RP) indicators load between 0.735 and 0.878, reflecting high internal consistency in measuring respondents’ general inclination toward
risk-taking behavior. The Risk Attitude (RA) indicators exhibit loading's ranging from 0.701 to 0.821, demonstrating a robust representa-
tion of respondents’ psychological willingness to tolerate financial uncertainty and potential losses. Indicators measuring Risk Capacity
(RC) show loading's between 0.751 and 0.835, indicating adequate and reliable measurement of respondents’ objective financial ability to
absorb potential losses. The Risk Knowledge (RK) indicators load between 0.700 and 0.764, suggesting that respondents’ understanding
of investment risk and risk—return trade-offs is consistently captured. Finally, the Sharia Investment Interest (SII) indicators exhibit
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loading's ranging from 0.722 to 0.834, confirming that the construct is well ope-rationalized. Overall, these findings confirm that the
measurement model satisfies the requirements of convergent validity and supports subsequent analysis of construct reliability and structural
relationships.
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Fig. 2: Outer Model Testing.
4.2. Measurement model

4.2.1. Cronbach’s alpha (CA), composite reliability (CR), and average variance extracted (AVE)

Table 2: Construct Reliability and Convergent Validity Results

Constructs Cronbach's alpha Composite reliability (tho a)  Composite reliability (tho ¢)  Average variance extracted (AVE)
Religiosity 0.809 0.810 0.868 0.568
Risk Attitude 0.809 0.809 0.868 0.568
Risk Capacity 0.861 0.865 0.893 0.544
Risk Knowledge 0.833 0.834 0.877 0.544
Risk Propensity 0.876 0.877 0.907 0.619
Sharia Investment Interest  0.922 0.931 0.935 0.589

Note: Cronbach’s alpha > 0.70 indicates acceptable internal consistency reliability. Composite reliability (pa and pc) > 0.70 confirms construct reliability.
AVE > 0.50 indicates adequate convergent validity (Hair et al., 2014; Henseler et al., 2016).

The internal consistency reliability and convergent validity of the measurement model were evaluated using Cronbach’s alpha, composite
reliability (pa and pc), and Average Variance Extracted (AVE). The results are presented in Table 2.

As shown in Table 2, all constructs demonstrate satisfactory internal consistency reliability. Cronbach’s alpha values range from 0.809 to
0.922, exceeding the recommended minimum threshold of 0.70, indicating that the indicators consistently measure their respective latent
constructs. In particular, Sharia Investment Interest (SII) exhibits the highest reliability (o = 0.922), suggesting a strong internal coherence
among its measurement items.

Composite reliability further confirms the robustness of the measurement model. The composite reliability values (pa and pc) for all con-
structs range between 0.809 and 0.935, well above the acceptable cut-off value of 0.70. These findings indicate that the constructs exhibit
a high degree of internal consistency and reliability, reinforcing the adequacy of the measurement scales employed in this study.
Convergent validity was assessed using the Average Variance Extracted (AVE). All constructs report AVE values above the recommended
threshold of 0.50, ranging from 0.544 to 0.619. This indicates that each construct explains more than half of the variance of its observed
indicators, thereby confirming adequate convergent validity. Notably, Risk Propensity (RP) shows the highest AVE value (0.619), reflect-
ing a strong convergence among its indicators.
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4.3. Discriminant validity

Table 3: Fornel & Lorcker Criteria
Gender Religiosity Risk Attitude Risk Capacity Risk Knowledge Risk Propensity Sharia Investment Interest
Gender 1

Religiosity -0.113 0.754

Risk Attitude -0.072 0.589 0.754

Risk Capacity -0.163 0.615 0.673 0.738

Risk Knowledge -0.137 0.597 0.671 0.755 0.738

Risk Propensity -0.107 0.419 0.612 0.632 0.612 0.787

Sharia Investment Interest -0.178 0.577 0.483 0.645 0.517 0.349 0.767

The Fornell-Larcker criterion was employed to assess discriminant validity among the latent constructs. As presented in Table X, the square
roots of the Average Variance Extracted (AVE), shown as diagonal values, exceed the corresponding inter-construct correlations for all con-
structs in the model. For instance, the square root of the AVE for Sharia Investment Interest is 0.767, which is higher than its correlations with
Religiosity (0.577), Risk Capacity (0.645), Risk Knowledge (0.517), Risk Attitude (0.483), and Risk Propensity (0.349). Similarly, the square
root of the AVE for Risk Propensity (0.787) surpasses its correlations with other risk dimensions and Sharia Investment Interest. These results
satisfy the Fornell-Larcker criterion (Fornell & Larcker, 1981), indicating that each construct is empirically distinct and that adequate discri-
minant validity is established within the measurement model.

Table 4: Heterotrait-Monotrait Ratio HTMT Results
Gender Religiosity Risk Attitude Risk Capacity Risk Knowledge Risk Propensity Sharia Investment Interest

Gender

Religiosity 0.127

Risk Attitude 0.136  0.726

Risk Capacity 0.169 0.735 0.824

Risk Knowledge 0.146 0.723 0.825 0.891

Risk Propensity 0.126  0.485 0.725 0.743 0.724

Sharia Investment Interest 0.174 0.642 0.536 0.682 0.558 0.373

Table 4 presents the results of the discriminant validity assessment using the Heterotrait-Monotrait Ratio (HTMT) criterion. HTMT is em-
ployed to evaluate the extent to which a construct is empirically distinct from other constructs in the model. According to Henseler et al. (2015),
discriminant validity is established when HTMT values are below 0.90 (or more conservatively, 0.85).

As shown in Table 4, all HTMT values among the constructs are below the recommended threshold, indicating adequate discriminant validity.
The HTMT values between Gender and the other constructs are relatively low, ranging from 0.126 to 0.174, suggesting that Gender is clearly
distinct from the remaining constructs in the model.

The relationships between Religiosity and risk-related constructs exhibit moderately high HTMT values, such as with Risk Attitude (0.726),
Risk Capacity (0.735), and Risk Knowledge (0.723). Although these values indicate conceptual relatedness, they remain below the critical
threshold, confirming sufficient discriminant validity.

The highest HTMT value is observed between Risk Knowledge and Risk Capacity (0.891). Despite being relatively high, this value is still
within the acceptable limit (<0.90), indicating that the two constructs, while closely related, are empirically distinguishable.

Furthermore, the HTMT values between Sharia Investment Interest and the other constructs range from 0.373 to 0.682, supporting the notion
that Sharia investment interest represents a distinct construct compared to religiosity and risk-related variables.

4.4. R-squared, effect size, and confidence intervals

Table 5: R Square
R-square R-square adjusted
Sharia Investment Interest 0.482 0.468

The coeftficient of determination (R?) results for Sharia Investment Interest are presented in Table 5. The R? value of 0.482 indicates that 48.2%
of the variance in Sharia investment interest is explained by the exogenous variables included in the model. This suggests a moderate explan-
atory power, according to commonly accepted criteria in structural equation modeling. Furthermore, the adjusted R? value of 0.468 accounts
for model complexity and the number of predictors, providing a more conservative estimate of the model’s explanatory capability. The small
difference between R? and adjusted R? indicates that the model is not over-fitted and that the included predictors contribute meaningfully to
explaining Sharia investment interest.

Table 6: Effect Size (F Square)
Gender Religiosity Risk Attitude Risk Capacity Risk Knowledge Risk Propensity Sharia Investment Interest

Gender 0.010
Religiosity 0.083
Risk Attitude 0.002
Risk Capacity 0.166
Risk Knowledge 0.000
Risk Propensity 0.016

Sharia Investment Interest

Table 6 presents the results of the effect size (f2) analysis, which evaluates the relative impact of each exogenous construct on Sharia Investment
Interest in the structural model. The f> value indicates the extent to which a specific predictor contributes to the explained variance of the
endogenous variable when it is removed from the model. Following the guidelines proposed by Cohen (1988), f2 values 0f 0.02, 0.15, and 0.35
represent small, medium, and large effects, respectively.

As shown in Table 6, Risk Capacity exhibits an f*> value of 0.166, indicating a medium effect size on Sharia investment interest. This suggests
that risk capacity is a substantive predictor and plays an important role in explaining individuals’ interest in Sharia-compliant investment.
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Religiosity demonstrates an 2 value of 0.083, which corresponds to a small effect size, indicating that religiosity contributes modestly to
explaining Sharia investment interest. In contrast, Gender (f2 = 0.010), Risk Attitude (f* = 0.002), Risk Propensity (f* = 0.016), and Risk
Knowledge (f> = 0.000) exhibit negligible to very small effect sizes, suggesting that their individual contributions to Sharia investment interest
are limited when considered independently within the model.

Table 7: Direct Effect Results
Original sample (O) Sample mean (M) Standard deviation (STDEV) T statistics ((O/STDEV|) P values

Gender -> Sharia Investment Interest -0.147 -0.148 0.094 1.573 0.116
Religiosity ->Sharia Investment Interest 0.280 0.270 0.089 3.145 0.002
Risk Attitude ->Sharia Investment Interest 0.046 0.046 0.074 0.616 0.538
Risk Capacity ->Sharia Investment Interest 0.508 0.518 0.144 3.535 0.000
Risk Knowledge ->Sharia Investment Interest 0.004 0.018 0.103 0.039 0.969
Risk Propensity ->Sharia Investment Interest  -0.127 -0.132 0.102 1.240 0.215

Table 7 reports the results of the structural model assessment, including the path coefficients, t-statistics, and p-values obtained from the
bootstrapping procedure. These results are used to evaluate the significance and direction of the hypothesized relationships between the
exogenous constructs and Sharia Investment Interest. The results indicate that Religiosity has a positive and statistically significant effect
on Sharia investment interest (§ = 0.280, t = 3.145, p = 0.002). This finding suggests that individuals with higher levels of religiosity are
more likely to exhibit stronger interest in Sharia-compliant investment products.

Similarly, Risk Capacity demonstrates a strong positive and significant influence on Sharia investment interest (8 = 0.508, t = 3.535, p <
0.001), indicating that individuals who perceive themselves as more capable of bearing financial risk tend to show greater interest in Sharia
investments. This result highlights risk capacity as the most influential predictor in the model. In contrast, Gender does not have a statisti-
cally significant effect on Sharia investment interest (3 =—0.147,t=1.573, p=0.116). Although the coefficient is negative, the relationship
fails to reach conventional levels of statistical significance.

Likewise, Risk Attitude shows a positive but non-significant relationship with Sharia investment interest (f = 0.046, t=0.616, p = 0.538),
suggesting that general attitudes toward risk do not directly influence interest in Sharia-compliant investments. The effect of Risk
Knowledge on Sharia investment interest is also non-significant (B = 0.004, t = 0.039, p = 0.969), indicating that financial risk knowledge
alone does not translate into higher interest in Sharia investment products.

Finally, Risk Propensity exhibits a negative but non-significant effect on Sharia investment interest (3 = —0.127, t = 1.240, p = 0.215),
implying that individuals’ tendency to take risks does not significantly shape their interest in Sharia investments.

Recent studies in Islamic finance provide additional support for these findings. For example, Nur Shabrina et al. (2024) report that financial
literacy significantly influences participation in the Sharia capital market, suggesting that structural financial capability plays an important
role in shaping investment decisions. Similarly, Husein (2025) highlights the relevance of risk perception in Sharia stock investment deci-
sions, even though cognitive risk dimensions may not always translate into direct behavioral outcomes. Furthermore, Rozak et al. (2025)
demonstrates that behavioral biases such as overconfidence and herding affect Sharia investment behavior among millennial investors.
These findings collectively reinforce the view that Sharia investment decisions are shaped by financial capability, contextual influences,
and behavioral factors.

S. Implications

5.1. Theoretical implications

This study contributes to the Islamic finance and behavioral finance literature by providing a nuanced understanding of the determinants of
Sharia investment interest through the integration of multidimensional risk tolerance and religiosity. Unlike prior studies that conceptualize
risk tolerance as a uni-dimensional construct, this study adopts a multidimensional perspective encompassing risk propensity, risk attitude, risk
capacity, and risk knowledge. This approach allows for a more refined theoretical explanation of investor behavior in Islamic capital markets,
where financial decisions are shaped by both economic constraints and religious values.

The findings demonstrate that religiosity and risk capacity are significant predictors of Sharia investment interest, whereas risk attitude, risk
knowledge, and risk propensity do not exert significant direct effects. This result extends existing theories of investment behavior by highlight-
ing that, within a Sharia-compliant context, religious commitment and objective financial capability play a more central role than psychological
risk preferences or cognitive risk understanding. From a theoretical standpoint, this suggests that Islamic investment decisions cannot be fully
explained by conventional behavioral finance models that primarily emphasize attitudes toward risk or risk-related cognition.

The significant effect of religiosity reinforces theoretical arguments that Islamic financial decision-making is fundamentally value-driven.
Consistent with normative Islamic finance theory, investment interest is shaped not only by expected economic outcomes but also by adherence
to Sharia principles, ethical beliefs, and religious obligations. This finding strengthens the theoretical linkage between religiosity and invest-
ment behavior, supporting the view that religiosity functions as a stable motivational construct that directly guides financial choices in Islamic
markets.

The significant influence of risk capacity provides an important theoretical contribution by emphasizing the role of objective financial condi-
tions in shaping Sharia investment interest. Unlike psychological risk tolerance dimensions, risk capacity reflects investors’ actual ability to
absorb potential financial losses without jeopardizing their financial stability. The results suggest that investors with greater financial capacity
are more likely to express interest in Sharia-compliant investments, as they possess sufficient economic flexibility to engage in investment
instruments that may involve longer investment horizons and structured risk-sharing mechanisms. This finding underscores the importance of
distinguishing between perceived risk preferences and actual financial constraints in explaining investment behavior.

In contrast, the insignificant effects of risk attitude, risk knowledge, and risk propensity indicate that general willingness to take risk, psycho-
logical tolerance for uncertainty, and cognitive understanding of risk do not automatically translate into greater interest in Sharia-compliant
investments. Theoretically, this implies that normative constraints imposed by Sharia principles may attenuate the influence of conventional
risk-related traits, as investment decisions are bounded by ethical considerations and religious compliance. As a result, individual differences
in psychological and cognitive risk dimensions may be less salient in Islamic investment contexts than in conventional financial markets.
Opverall, this study enriches the theoretical integration of behavioral finance and Islamic finance by demonstrating that Sharia investment
interest is primarily driven by religiosity and financial capacity rather than by traditional psychological or cognitive risk tolerance dimensions.
By empirically disentangling the roles of multidimensional risk tolerance and religiosity, the study advances existing theories of investor
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behavior and provides a more context-sensitive framework for understanding investment decision-making in Islamic capital markets, particu-
larly in emerging economies such as Indonesia.

5.2. Practical and policy implications

The practical implications of this study are grounded directly in the empirical findings of the structural model. Specifically, Risk Capacity (3
=0.508, > = 0.166) emerges as the strongest predictor of Sharia investment interest, followed by Religiosity (B = 0.280, 2 = 0.083). These
results suggest that policy and managerial interventions should prioritize strengthening investors’ financial resilience and reinforcing Sharia
compliance credibility rather than focusing solely on psychological risk preferences, which were found to be statistically insignificant.

5.2.1. Implications for regulators (OJK)

Given the significant and medium effect size of risk capacity, regulatory initiatives should aim to enhance household financial stability and
long-term savings capacity. Since risk capacity reflects individuals’ objective ability to absorb financial losses, expanding access to inclusive
Sharia investment products with flexible capital requirements may increase participation among middle-income investors.

Furthermore, the significant positive effect of religiosity indicates that strengthening Sharia governance transparency-such as enhancing dis-
closure regarding Sharia supervisory board oversight-may reinforce investor trust and ethical confidence in Islamic financial products.
However, implementation may face structural constraints. Income disparities across regions and uneven financial literacy levels could limit
the effectiveness of such policies. Therefore, capacity-building initiatives should be complemented with targeted financial education programs
tailored to different socioeconomic segments.

5.2.2. Implications for the Indonesia stock exchange (BEI)

The empirical dominance of risk capacity (= 0.508) suggests that market development strategies should lower entry barriers to Sharia invest-
ment participation. BEI may support the expansion of low-minimum-investment Sharia mutual funds or ETFs, enabling broader access for
investors with limited financial capacity.

At the same time, although risk knowledge was not statistically significant (§ = 0.004), this does not imply that financial literacy is irrelevant.
Rather, it suggests that knowledge alone is insufficient without adequate financial capacity. Consequently, investor education programs should
be integrated with accessible product design rather than treated as standalone interventions.

5.2.3. Implications for Islamic fund managers and financial institutions

Since psychological risk dimensions (risk attitude and risk propensity) were insignificant, marketing strategies emphasizing high-risk/high-
return positioning may be less effective. Instead, communication strategies should highlight capital preservation, financial resilience, and Sharia
compliance.

Product innovation should consider varying levels of financial capacity, offering tiered investment structures that accommodate different in-
come groups. Nevertheless, fund managers must also recognize implementation constraints, including limited disposable income among certain
investor segments and varying degrees of religious adherence intensity, which may influence responsiveness to Sharia-based messaging.

6. Conclusion

This study examines the determinants of Sharia investment interest by integrating multidimensional risk tolerance and religiosity within a
behavioral finance framework. Using PLS-SEM analysis, the findings reveal that religiosity and risk capacity significantly influence Sharia
investment interest, whereas psychological dimensions of risk tolerance-risk attitude, risk knowledge, and risk propensity-do not exert signif-
icant effects.

A central contribution of this study lies in demonstrating that risk tolerance does not operate uniformly in Islamic financial contexts. Unlike
conventional behavioral finance assumptions that emphasize psychological risk preferences, the findings indicate that objective financial ca-
pacity plays a more decisive role in shaping Sharia investment interest. This suggests that investment behavior in Islamic capital markets is
simultaneously constrained by financial capability and guided by religious commitment, offering a more context-sensitive refinement of be-
havioral finance theory.

From a practical perspective, expanding participation in the Islamic capital market requires policies and market strategies that strengthen
investors’ financial capacity while reinforcing trust in Sharia governance and compliance. Aligning economic accessibility with religious val-
ues is therefore essential for sustainable market development.

Despite its contributions, this study has limitations. The cross-sectional design limits causal inference, and the sample may not fully capture
regional and socioeconomic diversity. Future research could employ longitudinal designs to observe dynamic behavioral changes, experimental
approaches to identify causal mechanisms, and cross-country comparisons to assess the generalizability of these findings across different
Islamic financial systems.

Overall, this study underscores that sustainable growth in Islamic capital markets depends on the interaction between financial capability and
religious commitment, providing both theoretical advancement and actionable insights for policymakers and industry practitioners.
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